~Approved For Redse 1999/w

/2

WESTERN ETROPE BRANCH
OFFICE OF REPORTS AND ESTIMATLS
- CENTRAL INTELLIGENCIL AGENCY

‘WORKING PAPER

BRANCH WHRKLY

NOTICE: Thils document 1s a working paper,
¥OT an official CIA issuance, and has not
necessarily besen coordinated with other ORE
producing components. It representa current
thinking by one group of specialists in CIA,
and s designed for use by others engaged on
ginilar or overlapping studles. The opinions
expreased hersin mar be revised before finel
and officlal publicotlon. It 1s Intended
solely for the information of the addressee
" and not for further dissemination.

DOCUMENT NO. __« ;

NO CHANGE IN CLASS. [J

o DECLASSIFIED

CEASS. CHANGED TO: 75 & €
DATE: 28 June 1949 oty ey DATE:

AUTH;

S }hTO%
‘ DATB?M REVIEWER: ,2739_41*,4

Approved For Release 1999/09/02 : CIA-RDP79-01090A000400010003-4

T i TY . S s

I oo4poo1€)oﬁﬁx

Armme  Gmweem  w———




25X6A

Approved For Retbase 1999§08/02 RCiAsRDP79-0%@50A000400010003-4

WESTERN EUROPE BRANCH
WEFKLY SUMMARY

VoL, IV ~ No, 10 For week ending
28 June 1949

Approved For Release 1 2" -RDP79-01090A000400010003-4

\
\

|
|
|
|
|




2EXBA Approved For RMse 1999/89R0Z : EIR-RDP79-0MOA00040001 0003-4 ‘

* m

AUSTRIA

A T%e Austrians, almost unanimously enthusiestic over
the conslderable progress made on e Austrian treaty at the
CFM, will be insplred to renew their demsnds for the early
withdrawal of occupation forees. In this effort, however,
they are probably doomed to disappointment. The occupation
powers will not be required to remove their troops for thres
nonths after ratification of the treaty, which the deputy

fereimm nministers are %o finish drafting by 1 September: =
tobal time likely to be at least a year. The weatern powsrs,

- however, may soon be willing to make modifications to render
the occupation less objectlonable.
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The CFM produced agresment on the main issues of
the Austrian troaty. The USSR ig to relinquish the German
asgets and Soviet war booty to Avstria, and in return is
Lo receive {150 million in six years, oll rights, and all
the Danube shipping properties in sastern Austria and ths
satellite countries. The Yugoslavs receive the right to
some 4 million of Austrian property in Yugoslavia, and
the Austriana guerantee to protect the minority rights of
the Croats and Slovenes in Austria. These terms Impose a
considerable burden upon the 'Austrians, who are neverthe-
less weary enough of the occupation to accept then.

: There remains some uncertainty as to whether the
four powers will actually agree on a final draft treaty.
It is noteworthy that at the CFI! the Sovist Union reline
quished no point of its former position, where that point
was of direct material in*terest to the USSR. The Sovist
abandonment of the Yugoslav territorlal claims, whilse
necessary to clear the war for progress on the other
treaty i1ssues, was a sacrifice of Vupgoslav, not Soviet
Interests. Anong minor though thorny problems which the
Foreign Ministers passed to the Deputies for solution are:
(1) the specific 1list of assets and booty which the USSR
will turn over to Austria; (2) the terms governing Soviet
withdrawal of profits from the interests 1t will retain in
Austria; and (3) the question of whether disputes between
the Soviet and Austrian Governments, arising out of the
treaty provisions, shall be sottled on a bilateral basis.
In these three matters there 1s room for enough bickering
to delay serlously complsetion of the treaty. The next

60 days should demonstrate whether the USSR ig ready for
agreenent,

FRAY CE

Rlghtizt proups in the FPrench Government coalition,
although still sﬁgrpIy critical of Etho Governnentts delay
In reorganizing the nationallized industries and the social
security system, are being cautious in their demands for
action. These groups are likely to accept an eventusl
compromise rather than Jeopardize the Queuille regime. This
position, recently emphasized by Rightist declarations of
solidarity with the Government, stems from fear that a
cabinet erisis' might be provoked, vesulting in a dissolution
of the #ssembly and in new elections under the present system

of proporticnal representation, which operates to the advantaye

of the larpger parties,
-3 -
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De Gaulle is unlikely to acespt a recent offer
of financial assistance from Uhe powsriul Lmployers
“Assoclation (CNPF), despite the continuin: decline of
his political prospects. The terms under which the
CIPF would offer assistance require a reorganization of
RPF headquarters to eliminate certain proninent leaders
regarded by the CNPI' as too Leftist, and EPF acceptance
of leynaud as Finance .linister, should a Gaullist govern-
ment be formed. In view of the Ueneral's independencce and
loyalty to his associates, it is doubtful that he would
accopt such dictation, In any case, Neynaud would be re-
luctant to become Finance Minister under De Gaulle, and in
the event of a crisis involvin:; the present Cabinet, might
even try to form his own Government with the support of
follow Independents and olements from the parties of the
»regent coalition,

i

FRENCH AND SVANISH VO™TH AND WiST™ AIRICA

, The Sultan of liorocco, acknowledgsed spiritual and
tenporal ruier ol the looris Empire under French proiection,
1s expected te become nore amenable to French hegemony because
of the recent marriage of Princess Lalla Fatima cohra to the
Caliph of Tetuan. This wedding, which unites cousins who
gepirately have been ambitious to acquire the power, privie
leges, and prestige of the Sultan, re-resents the greatest
threat to the security of the Sultants throne sinece his
eccesslion to power in 19027.

BENELUX

. Another step in implementing the DRenelux Econonie
Unlon proBaEIg wIll soon be taken wﬁen the 1ist or duty-free
goods will be increased, although not to the extent

originally contemplated, The negotiations have higlhilipghted
the recurrent difficulty of the Netherlands' foreisn pajments
problem. l!Most of the increased flow of goods will move from
Belpglum to the Netherlands. Although Belsiun 1s the
Hetherlands' best customer, far rore Belgiun goods are received
by the Netherlands than can be covered by Dutch exports, A
large share of this deficit was met during the past year by
Duteh drawing rights on Belgian francs under the Intra-
Buropean Paymonts Apreement, and by direct Belgian jovernment
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eredits, but the Netherlands was stlll forced to pay gold
and dollars for the remainder. The llstherlands deficlt
in trade with DBelglum for 1949-50 has been estimated at
8177 nnillion, but delay in a decision on the Intra-
European Payments allocations has prevented final Benelux
‘apgreerient on the size of the Lutch deficit. The Dutch
want a firm commitment on outside assistance to cover this
deficit in order to preclude further drain on their dollar
and gold holdinss. This problem will continue to be the
mos% serions obstacl: to rapid progress toward a complete
~economic union.

A Earl§ returns from the 26 Junc Belgiun national
. elections Indicate thut another Catholic~Socialist

coalition Cubinst will be formed, but only after difficult
nepgotiations. Leaders of the Liberal Party, which made
relatively large guins, will undoubtedly seek Cabinet
posts. Althouph the Catholic Party made gains over its

- performance in the 1946 electlons, it did not recelve the
overwhelnming majority it hoped for, and will not be able to
forn & one-party Government. The Catholics will control the
Senate, where they have lacked one scat of a majority; they

.will, however, be three seauts short «f & majority in the
Chamber of Deputies. The Commmnists made a bad showln:,
losin~: 407 of their popular vote, and neurly halfl their
repregentation in the Chamber. The Soclallst Party will
object to a coalltion which the Cathollcs will control, so
that extended negotiations will be necessary between the
two nmajor parties and the Liberal TParty.

' It now seoms ce-taln that the Catholic Party is not
atrons enough to force a referendum on Kinpg Leonold's return.
Ar immedlate settlement of the "royal problen” is not in
prospect; 1t is doubtful that leopold will ever be allowed
to reimn again. ‘

ITALY

B Exgloitation of the new and oxtensive nethane and

oll deposits reported in the Po vValley may be unfortunately
EeIEyeg by The battle for financisl and political control.
The outcome of the struggle being waped between government
monopoly, private cartels, and conpoetltive national and
foreign firms i1s of basic economic importance to Italy and
to the fulfillment of the LERP goals there.

The focus of the strupggle is proposed legislation
which would increase and protect the sub-soil rights of
private oll prospectors. Sub-goll rights in Italy belong to
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the State, which may by law delepate them. At present
such rights to petroleum and dry gas are oper:ited for
the most part by the State through ACIP (Azilenda
Generale Italiana Petroli). Montecatini (the Italian
chemlcal monopoly) 1s substantially represented on the
Board of Directors of AGIP and subsidiaries. This
monopoly, & carry-over from Fascist dars, has been
characterized in the past by a lack of inttiative and
petroloun kmow-how, which has had a deadenin;: effect
uvon development of Italian hydro-carbon resources.
At the same time high exploration costs corbined with the
lack of legal protection for private findin~ss have dis~
courazed oil developrient by priva'e firms, elther Italian
or forelpn. Private American, British-Dutch and Italian
flrms have had only limited success in geinin-~ entrance
Inte the new exploratory fields,
In an attompt to influence public opinlon in favor
of continuin;: Government control of petroleunm through ANTD,
the vice-chairman of AQIP widel:r rublicized the recent
reports of new Po Valley findin;s of dry cas end petroleun.
AGIP, he claimed, should receive full eredit for the dis-
covery cf these fields. Ille failed to note, however, that
the presence of such deposits has been geolosrically surmised
frr tinme, but that exploration and developnent had not been
extenslvely pushed by ACIP until the last few vyears, and
then chiefly under the competitive pressure of private groups.
Reconglliation of the national interest with the need
for the initiative and talent of private investors is a pre-
requisite to efficient exploitation ¢f Itali's oil and ras
potential. Such exploitation would substantially reduce the
country's costly dependence on foreign sources of retroleum
and coal and would elinminate the economic losscs arisin: fron
the fallure of domestlic uwater povwer, on which Itallan industry
now heavily rclies.

THE VATICAN

The Vatican, through the 26 Juns pastoral letter of the
Archbishop of Czechoslovakia, intends to bring the Church-State
struggle to a head by demanding recognitlion of the supreme
authority of the Pope in all Church matters, and repeal of the
Czech Government's repressive measures against the Church. This
letter 1s alsc intended to rally Catholics throughout the world,
as did a similar letter from Cardinal {indszenty.
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Beyond the militancy in the Archbishopts wvords,
however, the Vatlcan is apprehensive lest large numbers
of Czech Catholics be forced or duped into putting
ctedience to the State ahead of duty to the Church. The
Vatican desires to make clear that the test of Catholiec
loyalties has come; and to urge that physlcal pressure
from the enemy be withstood. FPFurither, and in apparent
recognition of the competition of the Comrmunist economic
program, 1t seeks %to stress the traditional role of the
Church as the protagonist of social improvement for the
underprivileged, a role sinmllarly stressed in & recent
article in the Vatican dally, Osservatore Romano.

Concern is held by the Church over Ehe fact the
sonie 1300 ;ersons have reportedly subscribed to the u+a'aa
sponsored "Catholice &ction" group, whose promoters and
members have bheen excormunicated by order of the Holy Sece,
Anongs some nine nlllion Roman Cathollices in Czechoslovakla
{gbout threc-quarters of the population), the disaffected
group would seem Insignificant, but the Oatican fears thas
1t can serve, for propaganda and lesalistic nurpeses, as
the nuecleus of a pro-State "oman Catholic organization.
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